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BALANCE OF PAYMENTS DEFICITS GAINING ACCEPTANCE 
ANNCR : 

STUDENTS OF ECONOMICS HAVE LONG BUEN TAUGHT THAT A 
COUNTRY WHICH ACCRUES PROLOLIGED BALANCE OF PAYMENTS DEFICITS 
1S A COUNTRY IN TROUBLE. BUT THIS VIE}! SEEMS TO BE CHANGING, 
AS VOA'S JOSEPH SULLIVAN EXPLAINS IN THIS BACKGROUND REPORT. 
VOICE: 

A COUNTRY'S BALANCE OF PAYMENTS ACCOUNT TAKES IM THE 
VALUE OF ALL GOODS, FOREIGH AID, AND CAPITAL LOANS COMING 
li! AND GOING OUT OF THE COUNTRY, OEFICITS IN THE ACCOUNT 
ARE DESCRIBED IN DIRE TERi!S Iif STANDARD ECONOMIC TEXTS. 

AS THE THEORY GOES, SUSTAINED PAYHENTS DEFICITS UNDERMINE A 
COUNTRY'S ECONOMIC WELL BEING AHD REQUIRE A DEBTOR NATION 
INEVITABLY TO DEVALUE IT CURRENCY. THE END RESULT, IT'S 
SAID, IS THAT THE PEOPLE OF THAT COUNTRY HAVE TO WORK HARDER 
TO MAINTAIN THEIR STANDARD OF LIVING. 

THE THEORY IS VALID AS FAR AS IT GOES. FOR, CERTAINLY, 
THERE'S NO QUESTION THAT FOR A COUNTRY WHOSE FOREIGN TRADE 
EARNINGS REPRESENTS A LARGE SHARE OF ITS GROSS NATIONAL 
PRODUCT, SIZEABLE AND SUSTAIT'ED BALANCE OF PAYIMENTS DEFICITS 
CAN BE VERY INJURIOUS TO THE ECONOMY. BUT THE FACT IS THAT 
RELATIVELY FEW COUNTRIES TODAY ARE EXTREMELY DEPENDENT ON 
FOREIGN TRADE FOR THEIR ECONOMIC LIVELIHOOD. GREAT BRITAIN, 
JAPAN, SINGAPORE AND THE CROWN COLONY OF HONG KONG ARE 
PERHAPS THE MOST MOTABLE OF THIS GROUP. 

IN ANY CASE, INTERMATIOHAL ECONOMISTS ARE TAKING A 


CLOSER LOOK AT THE SIGNIFICANCE OF GROWING BALANCE OF 
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PAYMENTS DEFICITS, PARTICULARLY AMONG THE LESSER DEVELOPED 

COUNTRIES, AND HAVE COME UP WITH A LESS OMINOUS PROGNOSIS 

THAN WAS THE CASE A FEV} MONTHS AGO. THERE MAY BE A STRONG 

PSYCHOLOGICAL ELEMENT BEHIND THEIR OPTINISH .... A 

TENDENCY TO GRASP AT STRAWS IN MININIZIHG THE STRAINS 

IMPOSED ON THE INTERNATIONAL MONEY MARKET BY PAYMENTS DEFICITS. 

NONETHELESS, FROM ALL EVIDENCE, INTERNATIONAL LENDING 

INSTITUTIONS AND THE PRIVATE BANKING SYSTEM HAVE MANAGED THUS 

FAR TO RESOLVE THE MOST SERIOUS BALANCE OF PAYMENTS PROBLEMS. 
TRADITIONAL ECONOMIC THEORY ALSO HAS HELD THAT A COUNTRY'S 

INTERNATIONAL CREDIT RATIHG IS INEVITABLY ERODED BY CHRONIC 

BALANCE OF PAYMENTS PROBLEMS... THAT IT SHOULD EXPECT TROUBLE 

IN BORROWING ABROAD AND Iii ATTRACTING FOREIGN INVESTNENTS. 

BUT THIS THEORY ALSO IS COMIHG UNDER QUESTION. G.A. COSTANZO, 

VICE PRESIDENT OF THE FIRST NATIONAL CITY BANK OF NEW YORK 

WRITES IN THE “NEW YORK TIMES" THAT BANKS HAVE BEEN LENDING 

TO GOVERNMENTS FOR MANY YEARS. AND, SINCE WORLD WAR TWO, 

HE SAYS, HE KNOWS OF NO LOAN HAVING BEEN REJECTED STRICTLY 

ON THE BASIS OF A COUNTRY'S RELATIVE BALANCE OF PAYHENTS 

POSITION. BANKERS, HE WRITES, LOOK MORE FOR STABLE SOCIO- 

POLITICAL ENVIRONMENTS AND A SOUND PRODUCTIVE BASE THAT PROVIDES 

STRONG EXPORT EARNINGS, TO SUPPORT HIS ARGUMENT, HE NOTES 

THAT BRAZIL OVER THE YEARS HAS AMASSED HUGE BALANCE OF PAYMENTS 

DEFICITS, DURING THE FIRST QUARTER OF THIS YEAR ALONE, THAT 

COUNTRY REGISTERED A TRADE DEFICIT OF ONE THOUSAND SEVEN 

HUNDRED MILLION DOLLARS. YET, AS MISTER COSTANZO POINTS OUT, 

BRAZIL HAS AN EXCELLENT CREDIT RATING ARO WILL REMAIN CREDIT- 

WORTHY AS LONG AS ITS ECOHOMY REMAINS STRONG AND ITS 


BORROWING IS WISELY MANAGED. 
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IN WASHINGTON, THE DRAMATIC SING OF THE UNITED STATES’ 
BALANCE OF TRADE FROM A LARGE SURPLUS IM 1975 TO AN EXPECTED 
DEFICIT OF THREE THOUSAND MILLION DOLLARS THIS YEAR APPARENTLY 
IS BEING ACCEPTED WITHOUT ALARM, FOREIGN TRADE CONSTITUTES 
BY FAR THE LARGEST ITEM IW THE U.S. BALANCE OF PAYMENTS 
ACCOUNT. BUT WASHINGTON HAS ABA:WONED THE PRACTICE OF 
REPORTING DEFICITS OR SURPLUSES IN U.S, BALANCE OF PAYMENTS. 

"NEW YORK TIMES" ECONOMICS EDITOR EDWIN DALE WRITES 
THAT A TRADE DEFICIT -- WITHIN CERTAIN LISIITS -- IS IN 
FACT NOW CONSIDERED BY SOME PLAHNERS AS A GOOD THING. AND 
U.S. TREASURY OFFICIALS, HE SAYS, ARGUE THAT THE EXPECTED 
BALANCE OF TRADE DEFICIT WILL BE A POSITIVE FORCE IN THE 
WORLD ECONOHY, PARTICULARLY I:} THE POORER COUNTRIES. It! 
THEIR VIEW, HE WRITES, THE BIG SING Ii! THE U.S. BALANCE 
OF TRADE 1S DUE IN LARGE PART TO A RESURGENCE OF I/iPORT 
BUYING AS THE ECONOMY EXPANDS. THIS, HE SAYS, CAN ONLY 
BENEFIT THE EXPORTING COUNTRIES, IMCLUDING THE LESSER 
DEVELOPED NATIONS. ALL OF WHICH, MISTER DALE COHCLUDES, IS 
IN REMARKABLE CONTRAST FROM THE DAYS, BEGINNING IN THE LATE 
1950'S, WHEN GOVERNMENT ECONOIMISTS Ii: WASHINGTON WERE 
CONSTANTLY PREOCCUPIED WITH THE U.S. BALANCE OF TRADE AND 
FREQUENTLY TRIED TO IMPROVE IT. 
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